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Independent Auditor’s Report

To the Officers of
Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana

We have audited the accompanying statement of financial position — statutory basis of the Ponchatoula Volunteer
Fire Department, Inc. (a nonprofit corporation) as of December 31, 2011 and the related statements of activities —
statutory basis and cash flows — statutory basis for the year then ended. These financial statements are the
responsibility of the Ponchatoula Volunteer Fire Department, Inc.’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

As described in note 2, these financial statements were prepared in conformity with the accounting practices
prescribed or permitted by the Tangipahoa Parish Fire Protection District No. 2 and the Louisiana Legislative
Auditor, which practices differ from generally accepted accounting principles. The effects on the financial
statements of the variances between the statutory basis of accounting and generally accepted accounting
principles, although not reasonably determinable, are presumed to be material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements
referred to in the first paragraph do not present fairly, in conformity with accounting principles generally accepted
in the United States of America, the financial position of the Ponchatoula Volunteer Fire Department, Inc. as of
December 31, 2011, or the changes in its net assets or its cash flows for the year then ended.

However, in our opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of the Ponchatoula Volunteer Fire Department, Inc. as of December 31, 2011, and
the changes in its net assets and its cash flows for the year then ended, on the basis of accounting described in
note 2.
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Ponchatoula Volunteer Fire Department, Inc.
June 19, 2012

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2012, on our
consideration of the Ponchatoula Volunteer Fire Department, Inc.’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Respectfully submitted,
QU—WJ‘H * wma_.o“ cpﬁ/ﬁ)

Durnin & James, CPAs
(A Professional Corporation)
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Statement of Financial Position — Statutory Basis
December 31, 2011

Assets

Current Assets:
Cash $ 368,369
Accountants Receivable 229,021
Investments - Other 1,437,825
Prepaid Insurance 28,524
Total Current Assets 2,063,739
Total Assets $ 2,063,739

Liabilities and Net Assets

Current Liabilities:

Accounts Payable $ 27,435
Payroll Liabilities 2,166
Total Liabilities 29,601
Net Assets:
Temporarily Restricted 2,034,138
Total Net Assets 2,034,138
Total Liabilities and Net Assets $ 2,063,739

The accompanying notes are an integral part of these financial statements.
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Ponchatoula Volunteer Fire Department, Inc.

Ponchatoula, Louisiana

Statement of Activities — Statutory Basis
For the Year Ended December 31, 2011

Exhibit B

Temporarily
Unrestricted Restricted Totals
Revenues:
Rural Fire District No. 2 Contract Fees
Ad Valorem Taxes $ - 5 764,119 § 764,119
State Revenue Sharing - 80,132 80,132
Fire Insurance Premium Rebate - 48,333 48,333
Interest Income - 20,738 20,738
Other Income - 3,704 3,704
Net Assets Released from Restrictions:
Restrictions Satisfied by Payments 521,194 (521,194) -
Total Revenues 521,194 395,832 917.026
Expenses:
Program Services - Fire Protection
Advertising 609 - 609
Bank Charges 424 - 424
Capital Outlay 118,570 - 118,570
Conventions & Training 11,405 - 11,405
Dispatch Fees 6,521 - 6,521
Dues & Subscriptions 5,019 - 5,019
Fire Prevention 5,980 - 5,980
Fuel 9,752 - 9,752
Insurance 60,900 - 60,900
Lawn Care 2,500 - 2,500
Repairs & Maintenance 37,863 - 37,863
Medical 3,544 - 3,544
Municipal Reimbursement 105,229 - 105,229
Office Expense 1,274 - 1,274
Payroll Taxes 3,917 - 3,917
Professional Fees 34,123 - 34,123
Salaries 42,493 - 42,493
Supplies 47,209 - 47,209
Uniforms 1,858 - 1,858
Utilities 22,004 - 22,004
Total Expenses 521,194 - 521,194
Change in Net Assets - 395,832 395,832
Net Assets:
Beginning of the Year - 1,638,306 1,638,306
End of the Year $ = $ 2,034,138 § 2,034,138

The accompanying notes are an integral part of these financial statements.
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Ponchatoula Volunteer Fire Department, Inc. Exhibit C
Ponchatoula, Louisiana
Statement of Cash Flows — Statutory Basis
For the Year Ended December 31, 2011

Cash Flows from Operating Activities:
Change in Net Assets $ 395,832
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities:

Increase in Accounts Receivable (47,608)
Decrease in Prepaid Insurance 715
Decrease in Accounts Payable (1,275)
Increase in Payroll Liabilities 209
Net Cash Provided by Operating Activities 347,873

Cash Flows from Investing Activities:

Net Purchases of Certificates of Deposit (258,877)
Net Cash Used by Investing Activities (258,877)
Net Increase in Cash and Cash Equivalents 88,996
Cash and Cash Equivalents - Beginning of the Year 279373
Cash and Cash Equivalents - End of the Year $ 368,369

The accompanying notes are an integral part of these financial statements.
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Notes to the Financial Statements
For the Year Ended December 31, 2011

Introduction

The Ponchatoula Volunteer Fire Department, Inc. (the “Fire Department™) is a Louisiana nonprofit corporation
incorporated on May 29, 1959. Its purpose is to operate exclusively as a volunteer fire-fighting organization to
provide fire protection and emergency response services in the City of Ponchatoula, Louisiana and surrounding
rural areas. The Fire Department is governed by a board of directors and officers consisting of a chief, a first
assistant chief, a second assistant chief and a secretary/treasurer, each of which is elected by the membership.

1. Summary of Significant Accounting Policies

A. Basis of Presentation

The Fire Department is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets.

B. Fund Accounting

The accounts of the Fire Department are maintained in accordance with the principles of fund accounting
whereby resources are classified for accounting and reporting purposes into funds established according
to their nature and purpose. Separate accounts are maintained for each fund. Externally restricted funds
may only be utilized in accordance with the purposes established by the source of the funds and are in
contrast with unrestricted funds over which the Board retains full control to use in achieving any of its
purposes.

The accompanying financial statements present financial resources accounted for in the following fund:

The Rural Fire District No. 2 Current Restricted Fund represents revenue and expenses related to the
operation of fire protection and emergency response services in the unincorporated rural areas
surrounding the City of Ponchatoula, Louisiana under terms of an agreement between the Ponchatoula

Volunteer Fire Department and the Tangipahoa Parish Fire Protection District No. 2.

C. Restrictions on Net Assets

The Rural Fire Protection District No. 2 Current Restricted Fund is considered temporarily restricted
because under the terms of the contract with the Tangipahoa Parish Fire Protection District No. 2 these
funds “shall be expended solely for the purposes of operating, maintaining and/or purchasing of
equipment and supplies...and salaries if approved by the Fire District No. 2.”

D. Support and Revenue

Support consists primarily of contract payments received from the Tangipahoa Parish Fire Protection
District No. 2 in the form of ad valorem taxes, state revenue sharing funds and fire insurance rebate funds.
The Fire Department receives a percentage of the total funds available to Fire Protection District No. 2
based on a formula contained in the original contract agreed to by all participating fire departments in
Tangipahoa Parish. The ad valorem tax allocation is established in January of each year and disbursed by
Rural Fire Protection District No. 2 on a quarterly basis. Allocations for the fourth quarter of 2011 are
accrued at December 31, 2011. State revenue sharing and fire insurance rebate funds are disbursed to
participating fire departments by Fire Protection District No. 2 as the funds become available. As a result,




Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2011

ad valorem taxes and interest income are recognized as income in the period earned. State revenue
sharing funds, fire insurance rebate funds, and all other revenue are recognized as income when received.

Cash and Cash Equivalents

Cash includes amounts in demand deposits, interest-bearing demand deposits. Cash equivalents include
amounts in time deposits and those investments with original maturities of 90 days or less. Under state
law, the Department may deposit funds in demand deposits, interest bearing demand deposits, money
market accounts, or time deposits with state banks organized under Louisiana law or any other state of the
United States, or under the laws of the United States.

Investments

Investments are limited by Louisiana Revised Statute (R.S.) 33:2955 and the Department’s investment
policy. If the original maturities of investments exceed 90 days, they are classified as investments;
however, if the original maturities are 90 days or less, they are classified as cash equivalents.

Certificates of deposit held for investment that are not debt securities are included in “Investments —
Other”. Certificates of deposit with original maturities greater than three months and remaining
maturities less than one year are classified as current assets. Certificates of deposit with remaining
maturities greater than one year are classified as other assets.

At December 31, 2011, the Department had $1,437,825 in certificates of deposit with original maturities
exceeding 90 days.

Income Taxes
The Fire Department is nonprofit and exempt from income taxes under Section 501(C)(4) of the Internal

Revenue Code. Therefore, no provision is made for income taxes. However, should the Fire Department
engage in activities unrelated to its exempt purpose, taxable income could result.

. Fair Values of Financial Instruments

The Fire Department’s financial instruments, none of which are held for trading purposes, include cash
and Investments in Certificates of Deposit. The following methods and assumptions used by the Fire
Department in estimating its fair value disclosures for financial instruments are:

Cash and Investment in Certificates of Deposit: The carrying amounts reported in the statement of
financial position approximate fair value because of the short maturities of those instruments.

Estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of
the financial statements and the reported amounts of support and revenues and expenses during the
reporting period. Accordingly, actual results could differ from those estimates.




Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2011

J. Statement of Cash Flows

For the purposes of the statement of cash flows, all investments with a maturity of 90 days or less from
the date of purchase are considered to be cash equivalents.

K. Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence or nature of any donor restrictions.

All contributions are considered to be unrestricted and available for use unless specifically restricted by
the donor. Amounts received that are designated for future periods or restricted by the donor for specific
purposes are reported as temporarily restricted or permanently restricted support that increases these net
asset classes. However, if a restriction is fulfilled in the same reporting period in which the contribution
1s received, the Fire Department reports the support as unrestricted.

L. Concentrations

The Fire Department received 97% of its revenues during the year ended December 31, 2011, from an
appropriation of the Tangipahoa Parish Fire Protection District No. 2. In addition, 100% of accounts
receivable at December 31, 2011, were from the Tangipahoa Parish Fire Protection District No. 2.

The Fire Department is leasing all its buildings and equipment from the Tangipahoa Parish Fire
Protection District No. 2 at no cost.

Should the contractual relationship with the Tangipahoa Parish Fire Protection District No. 2 cease, it
would have an unfavorable impact on the Fire Department.

Basis of Accounting

The Fire Department follows the guidance of the Not-for-Profit Entities Topic of the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) in all regards except in the following
manner:

One of the objectives listed in the Nor-for-Profit Entities Topic of the FASB ASC requires that
information provided in financial statements to be comprehensive. These financial statements present
only the financial information of the Fire Department’s Rural Fire District No. 2 Current Restricted Fund
and are not intended to be comprehensive in nature. Additional funds are maintained by the Fire
Department that are not included in these financial statements. Therefore, these financial statements have
not been prepared in accordance with accounting principles generally accepted in the United States of
America.

The Louisiana Legislative Auditor has opined that if a volunteer fire department maintains separate funds
that contain no state or local governmental funding, these private funds are not subject to examination
under the Louisiana State Audit Law. The Fire Department considers its presentation of only the Rural
Fire District No. 2 Current Restricted Fund to be a statutory basis of accounting permitted by the
Louisiana Legislative Auditor and the Tangipahoa Parish Fire Protection District No. 2.
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2011

Cash and Cash Equivalents

Cash at December 31, 2011, consisted of the following:

Interest Bearing Demand Deposits $ 90,873
Louisiana Asset Management Pool 277,496

$ 368,369
Receivables

Receivables include amounts due from the Tangipahoa Parish Fire Protection District No. 2 at
December 31, 2011, in the amount of $229,021.

No allowance for uncollectible accounts is required at December 31, 2011.

Contract with Tangipahoa Parish Fire Protection District No. 2

The Tangipahoa Parish Council (the parish governing authority) created the Tangipahoa Parish Fire
Protection District No. 2. The Fire Protection District is funded by an ad valorem tax, state revenue sharing
and 2% fire insurance rebate to provide fire protection and emergency response services to the rural arcas of
Tangipahoa Parish.

The Fire Department entered into an agreement with Rural Fire Protection District No. 2 to provide fire
protection and emergency response services in the unincorporated areas surrounding the City of Ponchatoula,
Louisiana. Funding is provided by an appropriation from Rural Fire Protection District No. 2. Under the
terms of the contract with the Fire Protection District, these funds “shall be expended solely for the purposes
of operating, maintaining, and/or purchasing of equipment or supplies and salaries if approved by Rural Fire
Protection District No. 2.” Equipment purchased with monies received from Rural Fire Protection District
No. 2 remains the property of the Rural Fire Protection District No. 2 and is not recorded in the
accompanying financial statements.

Contract with the City of Ponchatoula, Louisiana

The Fire Department entered into a three-party contract with The Tangipahoa Parish Fire Protection District
No. 2, and the City of Ponchatoula, Louisiana. This agreement set forth the terms and conditions by which
funds of the Tangipahoa Parish Fire Protection District No. 2, designated to be paid to the Fire Department for
fire coverage, was to be paid to the City of Ponchatoula, Louisiana for salary increases, employer retirement
costs, and other associated costs. The associated costs include overtime, FICA, Medicare, and worker’s
compensation insurance. The City of Ponchatoula, Louisiana will use these funds as a reimbursement as per
this agreement. During the year ended December 31, 2011, the Department reimbursed the City $105,229
charged to Municipal Reimbursement.
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2011

7. Donated Services and Facilities

All of the Fire Department’s program and supporting services are provided by volunteers. In addition, the
Fire Department utilizes an office, two fire stations, equipment, paid fireman, and various administrative
expenses at no cost to the Fire Department. No amounts have been included in the financial statements for
donated services or facilities since no objective basis is available to measure the value of such services and
facilities.

8. Uncertainty in Income Taxes
The Fire Department files information returns in the U.S. federal jurisdiction. Tax returns prior to the year
ended December 31, 2008, are no longer open to U.S. federal examinations. Currently, there are no returns
under examination. The Fire Department has taken no tax positions that it considers to be an uncertain tax
position.

9. Subsequent Events
The Fire Department is currently planning construction of a new fire station at an estimated cost of $800,000.
Management has evaluated subsequent events through the date that the financial statements were available to
be issued, June 19, 2012, and determined that no other events occurred that require recognition or disclosure

in these financial statements. No subsequent events occurring after this date have been evaluated for
inclusion in these financial statements.
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Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditine Standards

To the Officers of
Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana

We have audited the financial statements of the Ponchatoula Volunteer Fire Department, Inc. (a nonprofit
organization), as of and for the year ended December 31, 2011, and have issued our report thereon dated June 19,
2012. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

Management of the Ponchatoula Volunteer Fire Department, Inc. is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and performing our audit, we considered the
Ponchatoula Volunteer Fire Department, Inc.’s internal control over financial reporting as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Ponchatoula Volunteer Fire Department, Inc.’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Ponchatoula Volunteer Fire Department, Inc.’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses and therefore, there can be no assurance that all
deficiencies, significant deficiencies, or material weaknesses have been identified. However, as described in the
accompanying schedule of findings, recommendations, and responses, we identified a deficiency in internal
control over financial reporting that we consider to be a material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis. We consider the deficiency described in the
accompanying schedule of findings, recommendations, and responses as item 2011-01 to be a material weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than
a material weakness, yet important enough to merit attention by those charged with governance.
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Ponchatoula Volunteer Fire Department, Inc.
June 19, 2012

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Ponchatoula Volunteer Fire Department, Inc.’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed one instance of noncompliance or other matter that is required to be
reported under Government Auditing Standards and which is described in the accompanying schedule of findings,
recommendations, and responses as item 2011-02.

The Ponchatoula Volunteer Fire Department, Inc.’s response to the findings identified in our audit is described in
the accompanying schedule of findings, recommendations, and responses. We did not audit the Ponchatoula
Volunteer Fire Department, Inc.’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Louisiana Legislative Auditor, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the

Legislative Auditor as a public document.

Respectfully submitted,
9 Lo oy W e, Gp Ao

Durnin & James, CPAs
(A Professional Corporation)
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Schedule of Findings, Recommendations, and Responses
For the Year Ended December 31, 2011

Internal Control over Financial Reporting

2011-01 — Financial Statement Preparation

Criteria:

Condition:

Effect:

Recommendation:

Management’s
Response:

Internal controls over the preparation of year-end adjusting entries and annual financial
statements, complete with notes, are necessary in order for management or employees, in
the normal course of performing their assigned functions, to prevent or detect and correct
misstatements of the financial statements on a timely basis.

As 1s common in small organizations, management has chosen to engage the auditors to
propose certain year-end adjusting journal entries and to prepare the annual financial
statements. This condition is intentional by management based on the Fire Department’s
lack of financial complexity, along with the cost prohibitive nature of acquiring the
ability to prepare financial statements. Consistent with this decision, internal controls
over the preparation of year-end adjusting entries and annual financial statements,
complete with notes, have not been fully implemented. Under generally accepted
auditing standards (GAAS), this condition represents a material weakness in internal
controls. GAAS does not provide exceptions to reporting deficiencies that are adequately
mitigated with non-audit services rendered by the auditor or deficiencies for which the
remedy would be cost prohibitive or otherwise impractical.

Management and employees are unable to prevent or detect and correct misstatements on
a timely basis in the normal course of performing their assigned functions.

We recommend no action be taken.

Management has determined that the most cost effective and prudent use of Fire
Department funds is to engage the auditor to propose year-end adjustments and prepare
the financial statements. As such, no action will be taken at this time.

Compliance and Other Matters

2011-02 — Possible Contract Violation

Criteria:

Condition:

The Ponchatoula Volunteer Fire Department, Inc. provides fire protection services to
rural Ponchatoula, Louisiana under an agreement with the Tangipahoa Parish Rural Fire
Protection District No. 2. That agreement provides that the Ponchatoula Volunteer Fire
Department, Inc. shall expend rural funds solely for the purposes of maintaining and
operating Fire District No. 2’s fire protection facilities, for purchasing fire trucks and
other firefighting equipment, for paying the cost of obtaining water for fire protection
purposes including charges for fire hydrant rentals and service, and providing emergency
services to the residents of Fire District No. 2.

We noted that the Ponchatoula Volunteer Fire Department, Inc. paid over $1,100 for
memberships to a health club for employees and volunteers. This does not appear to
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Effect:

Recommendation:

Management’s
Response:

Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Schedule of Findings, Recommendations, and Responses
For the Year Ended December 31, 2011

comply with the terms of the contract with the Tangipahoa Parish Rural Fire Protection
District No. 2.

The effect of this condition is possible non-compliance with the agreement with
Tangipahoa Parish Rural Fire Protection District No. 2.

We recommend that the Ponchatoula Volunteer Fire Department, Inc. cease the practice
of paying for memberships to health clubs for volunteers and members with funds from
Tangipahoa Parish Rural Fire Protection District No. 2.

The Ponchatoula Volunteer Fire Department, Inc. will cease the practice of paying for
memberships to health clubs for volunteers and members with funds from Tangipahoa
Parish Rural Fire Protection District No. 2 as soon as possible.
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Ponchatoula Volunteer Fire Department, Inc.
Ponchatoula, Louisiana
Schedule of Prior Year Findings, Recommendations, and Responses
For the Year Ended December 31, 2011

Fiscal Year Corrective
Findings Initially Action
Ref. # Occurred Description of Findings Taken Corrective Action Taken

Internal Control over Financial Reporting

2010-01 2009 Financial Statement No Continued as 1tem 2011-01.
Preparation

2010-02 2010 Internal controls over payroll Yes The use of timecards has been
time and attendance mmplemented for employees.
recordkeeping

Compliance and Other Matters

None

Note: This schedule has been prepared by management of the Ponchatoula Volunteer Fire Department, Inc.
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